Base Contract for Sale and Purchase of Natural Gas 3 O 6 2 6

This Base Contract is entered into as of the following date:
MeRniLL LYNCH COMMODITIES, INC.

March 11, 2008.

The parties to this Base Contract are the following:

and CiTy OF LONG BEACH,

20 East Greenway Plaza, Houston, TX 77046

2400 East Spring Street, Long Beach, CA 90806

Duns Number: 16-035-2865 Duns Number: 15-685-6254

Contract Number: N/A — Contract Number: NA

U.S. Federal Tax ID Number: 32-0122099 U.S. Federal Tax ID Number: 95-6000733
Notices: Notices:

MERRILL LYNCH COMMODITIES, INC. i City oF LONG BEACH.

Attn: Legal Department - Gas Comract Ad Attn: Director, Gas & Oil Department

20 East Greenway Plaza, Houston, TX 77046

2400 East Spring Street, Long Beach, CA 90806

Phone:  (713) 544-5102 _Fax:  (713) 544-1411 or 5551 Phone:  562-570-2001 Fax:  562-570-2008
Confirmations: N Confirmations:

MEeRRILL LYNCH COMMODITIES, INC. City oF LONG BEACK

Attn: Confirmations Attn: Director, Gas & Qil Department

20 East Greenway Plaza, Houston, TX 7

2400 East Spring Street, Long Beach, CA 90806

Phone:  (713) 544-5563

Invo;ces and Pa yments

Phone:

562-570-2001 Fax:  562-570-2008

Invoices and Payments:
ggeﬂoms BEACH,

Atin:

Director, Gas & Qil D

2400 East Spn@Street, Long

Phone:

BANK:  Union Bank

ABA:  122-000-4%
ACCT: 2740016582
Other Details:

eneral Terms and Conditions for Sale f
y agree to the following prowswns off md

Wire Transfer or ACH Numbers

562-570-2001

Long Beach Gm

Section 7.2 '
Payment Date

Business Daysaﬁet receipt (defaulx); :
3 Business Day&aﬁer receipt -

Section7:2
Method of
Payment

Section 7.7
Netting

Section 10.3.1
Early Termination
Damages

Section 10.3.2
Other Agreement
Setoffs

Other Agreel  ApDly (defaully
OtherAgreenmSam Not APP’Y o

Section 14.5
Choice of Law:

[ Seller Pays Before and At Delivery Foint

‘ 5 ﬁuyer Pays Atand Afier Delivery Pom ;'“'3 e

Section 14.10

Confidentiality

E Confidentiality m et
O Confldennalltymm aﬁl

X Speelal Provisions: ﬂtlmher of sheets attached:
O  Addendum(s):

5

IN WITNESS WTEOF, the parties hereto have executed this Base Contract in duplicate.

LI

Party Name:  MERRI/L LYNCH COMTés,/NW Party Name: CGFY OFLONG BEAGH " -~ w /i . vt i oy
By: AL Ao X AKX By: Z ~- AR :
Name: Dennis Albrecht Name PATRICKH. WESE ... . i
Title: Managing Director Title CITY MAIAGER Yo cvapmrmmeorymenrs e,
Date: March 11, 2008 Date: Y . o
Kcontract Admin =~ | o> Date] '3, \\- 0%
Attorney (it Date} - \‘ 0%,
ICredit {)}D Datel M i
1
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General Terms and Conditions
Base Contract for Sale and Purchase of Natural Gas

SECTION 1.  PURPOSE AN

1.1.  These General Terms and'C
Interruptible basis. "Buyer" refers to th
between the parties shall be the Cont;act

PROCEDURES

tions are intended to facilitate purchase and sale transactions of Gas on a Firm or
drty receiving Gas and "Seller" refers to the party delivering Gas. The entire agreement

The parties have selected either the “i yral Tr
Base Contract.

Oral Transaction Procedure

action Confirmation procedure. Any Gas purchase and sale transaction may be
anversation with the offer and acceptance constituting the agreement of the parties.
The parties shall be legally bou ey so agree to transaction terms and may each rely thereon. Any such transaction
shall be considered a “writing” an  “signed”. Notwithstanding the foregoing sentence, the parties agree that Confirming
Party shall, and the other party may, conﬁrm a telephonic transaction by sending the other party a Transaction Confirmation by
facsmlle EDI or mutually agreeable electronic means within three Business Days of a transaction covered by this Section 1.2 (Oral

. rovided that the failure- to send a Transaction Confirmation shall not invalidate m,oral agreement of the

1.2. The parties will use
effectuated in an EDI transmi

; Q,of the transaction (i.e., price quantlty, performance obhgatlon dellvery
), which mod:fy or supp|emeﬂt the Base Contract or General Terms and
: representatuons and warrantles), ‘'stich provisions shall not be deemed to be

1g of the agreement referred
ronic means by the Confirm

) ndtt!y the sen&ng pany in writing by the Confirm Dead’lme constitutes the receiving party's agraememt ﬁQ the terms of the transaction
described in the sendng party's Transacﬁon Confirmation. If there are any material dlfferences between timeiy sent Transac!ion Confirmations

any evidence that clear1y resolves the differences in the Transaction Confirmations. In the event d a conflict among the terms of
(ia birﬁng Transaction Confirmation pursuant to Section 1.2, (ii) the oral agreement of the parties which may be evidenced by a recorded
conversation, where the parties have selected the Oral Transaction Procedure of the Base Contract, (iii) the Base Contract, and (iv) these
Generai Tenns and Cenditions the terms of the documents shall govern in the priority listed in this sentence. .

1.4. The ‘parties agme that each party may electronically record all telephone conversations with respect to this Contract between their
respective employees, without any special or further notice to the other party.  Each party shall obtain any necessary consent of its agents and
employees to such reoordmg Where the parties have selected the Oral Transaction Procedure in Section 1.2 of the Base Contract, the
parties agree not to contest the validity or enforceability of telephonic recordings entered into in accordance with the requirements of this Base
Contract. - However, nothing herein shall be construed as a waiver of any objection to the admissibility of such evidence.

SECTION 2.  DEFINITIONS

The terms set forth below shall have the meaning ascribed to them below. Other terms are also defined elsewhere in the Contract and
shall have the meanings ascribed to them herein.

2.1, “Alternative Damages” shall mean such damages, expressed in dollars or dollars per MMBtu, as the parties shall agree upon in the
Transaction Confirmation, in the event either Seller or Buyer fails to perform a Finm obligation to deliver Gas in the case of Seller or to receive Gas
in the case of Buyer.

2.2, "Base Contract” shall mean a contract executed by the parties that incomporates these General Terms and Conditions by reference; that
specifies the agreed selections of provisions contained herein; and that sets forth other information required herein and any Special Provisions and
addendum(s) as identified on page one.

2.3. "British thermal unit" or "Btu" shall mean the Intemational BTU, which is also called the Btu (IT).
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2.4, "Business Day" shall mean any day except Saturday, Sunday or Federal Reserve Bank holidays.

2.5. "Confirm Deadline" shall mean 5:00 p.m. in the receiving party's time zone on the second Business Day following the Day a
Transaction Confirmation is received or, if applicable, on the Business Day agreed to by the parties in the Base Contract; provided, if
the Transaction Confirmation is time stamped after 5:00 p.m. in the receiving party's time zone, it shall be deemed received at the
opening of the next Business Day.

2.6. "Confirming Party" shall mean the party designated in the Base Contract to prepare and forward Transaction Confirmations to the other
party. T

2.7. “Contract"” shall mean the legalt ding relationship established by (i) the Base Contract, (ii) any and all binding Transaction
Confirmations and (iii) where the parties e selected the Oral Transaction Procedure in Section 1.2 of the Base Contract, any and all
transactions that the parties have entered into through an EDI transmission or by telephone, but that have not been confirmed in a
binding Transaction Confirmation.

2.8. "Contract Price" shall mean the ar
Gas as agreed to by the parties

expressed in U.S. Dollars per MMBtu to be paid by Buyer to Seller for the purchase of

2.9. "Contract Quantity" s
2.10. "Cover Standard", as

y of Gas to be delivered and taken as agreed to by the parties in a transaction.

n 3.2, shall mean that if there is an unexcused failure to take or deliver any quantity
of Gas pursuant to this Contract , ming party shall use commercially reasonable efforts to (i) if Buyer is the performing
party, obtain Gas, (or an alternate fuel if e ‘by Buyer and replacement Gas is not available), or (ii) if Seller is the performing party,
sell Gas, in either case, at a price reasonable for the delivery or production area, as applicable, consistent with: the amount of notice
provided by the nonperforming party; the immediacy of the Buyer's Gas consumption needs or Seller's Gas sales requurements as

i ah/ed and the antrcrpaiadflength offailure by the nonperformmg party .

ﬁfy the Transporter s balance and/or nominahon requrrements

' fe shail mean that either party may mterrupt its performance at ‘any time for any reason whether orno! caused by
an evenit of Force Majeure, with no liability, except such interrupting party may be responsible for any Imbalance Chargesas set forth in
Section 4.3 related to its interruption after the nomination is made to the Transporter and until the change in deliveries and/or receipts is
confirmed by Transporter ;

2.21. "MMBtu" shaﬁ mean one million British thermal units, which is equivalent to one dekatherm

2.22. Month“ shall maan the period beginning on the first Day of the calendar month and endmg |mmediately prior to the
commencement of the first Day of the next calendar month.

2.23. "Payment Date" shall mean a date, as indicated on the Base Contract, on or before which payment is due Seller for Gas
received by Buyer in the previous Month.

2.24. "Receiving Transporter" shall mean the Transporter receiving Gas at a Delivery Point, or absent such receiving Transporter,
the Transporter delivering Gas at a Delivery Point.

2.25. "Scheduled Gas" shall mean the quantity of Gas confirmed by Transporter(s) for movement, transportation or management.

2.26. "Spot Price " as referred to in Section 3.2 shall mean the price listed in the publication indicated on the Base Contract, under
the listing applicable to the geographic location closest in proximity to the Delivery Point(s) for the relevant Day; provided, if there is no
single price published for such location for such Day, but there is published a range of prices, then the Spot Price shall be the average
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of such high and low prices. If no price or range of prices is published tfor such Day, then the Spot Price shall be the average of the
following: (i) the price (determined as stated above) for the first Day for which a price or range of prices is published that next precedes
the relevant Day; and (i) the price (determined as stated above) for the first Day for which a price or range of prices is published that
next follows the relevant Day.

2.27. 'Transaction Confirmation" shall mean a document, similar to the form of Exhibit A, setting forth the terms of a transaction
formed pursuant to Section 1 for a particutar Delivery Period.

2.28. ‘“Termination Option” shall mean the option of either party to terminate a transaction in the event that the other party fails to perform a
Firm obligation to deliver Gas in the case of Seller or to receive Gas in the case of Buyer for a designated number of days during a period as
specified on the applicable Transaction Gonf’amailon

2.29. "Transporter(s)" shall mean all
transporter, transporting Gas for Selleror Buyer

SECTION 3. PERFORMANCE OBLIGATION
3.1.

‘gathenng or pipeline companies, or local distribution companies, acting in the capacity of a
eam or downstream, respectively, of the Delivery Point pursuant to a particular transaction.

Seller agrees to sell am agrees to receive and purchase, the Contract Quantity for a particular transaction in
and purchases will be on a Firm or Interruptible basis, as agreed to by the parties in a

transaction.

The parties have selected either the dard” or the “Spot Price Standard” as indicated on the Base Contract.

Cover Standard:

.. The sole and exclusive remedy of the panmmm\evem ofa bzeach of a Firm obhgauon to.deliver ¢

;ecelve Gas shall be

any Day(s),
-received by

’;’Qsiﬁve difference, if any, beiween the Comraot 55 ,
ﬁas adjusted for commercla{ly reasonable &fferqmes int

performmg parly shall be any unfavorable difference between the Contract Pn’ and the
the applicable Delivery Point, multiplied by the difference between the Comract Quantity g
i ’ such Day(s) Imbaiance Charges shall not be oo

[ the Contract Price. Imbaiam:e Charges shall not be recovered under this. Sectlon 32 »but ‘Seller and/or
Buyer. shalt be responsible. for Imbalance Charges, if any, as provided in Section 4.3. The amount of such unfavorable difference shall
be payable five Business Days after presentation of the performing party’s invoice, which shall set forlh the basls upon which such
amount was calculated

3.3. Notwnhstandirtg Section 3.2, the parties may: agree to Alternative Damages in a Transactlon Conﬁrmatlon Bxecuﬁed in writing
by both pames

3.4. - in addition to Secttons 3.2 and 3.3, the parties may provide for a Termination Option in a Transactlon Conftmtaﬁon executed in
writing by both parties. The Transaction Confirmation containing the Termination Option will designate the length of nonperformance
triggering the Termmaﬂon Option and the procedures for exercise thereof, how damages for nonperformance will be compensated, and
how liquidation costs will be calculated.

SECTION 4. TRANSPORTATION, NOMINATIONS, AND IMBALANCES

4.1. Seller shall have the sole responsibility for transporting the Gas to the Delivery Point(s). Buyer shall have the sole responsibitity for
transporting the Gas from the Delivery Point(s).

4.2. The parties shall coordinate their nomination activiies, giving sufficient time to meet the deadlines of the affected Transporter(s). Each
party shall give the other party timely prior Notice, sufficient to meet the requirements of all Transporter(s) involved in the transaction, of the
quantities of Gas to be delivered and purchased each Day. Should either party become aware that actual deliveries at the Delivery Point(s) are
greater or lesser than the Scheduled Gas, such party shall promptly notify the other party.
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4.3, The parties shall use commercially reasonable efforts to avoid imposition of any Imbalance Charges. If Buyer or Seller receives an
invoice from a Transporter that includes Imbalance Charges, the parties shall determine the validity as well as the cause of such Imbalance
Charges. If the Imbalance Charges were incurred as a result of Buyer’s receipt of quantities of Gas greater than or less than the Scheduled Gas,
then Buyer shall pay for such Imbalance Charges or reimburse Seller for such Imbalance Charges paid by Seller. If the Imbalance Charges were
incurred as a result of Sellers delivery of quantities of Gas greater than or less than the Scheduled Gas, then Seller shall pay for such imbalance
Charges or reimburse Buyer for such Imbalance Charges paid by Buyer.

SECTION 5.  QUALITY AND MEASUREMENT

All Gas delivered by Seller shall meet the ﬁﬁ%‘sure, quality and heat content requirements of the Receiving Transporter. The unit of quantity
measurement for purposes of this Contract shall be one MMBtu dry. Measurement of Gas quantities hereunder shall be in accordance with the
established procedures of the Receiving Transporter.

SECTION 6. TAXES

The parties have selected either:*ﬁ‘Buyer Pays At and After Delivery Point” or “Seller Pays Before and At Delivery Point” as indicated
on the Base Contract. . :

Buyer Pays At and After Deliv

Seller shall pay or cause to be p taxes,
with respect to the Gas prior to ’ {s). Buyer shaII pay or cause to be paid all Taxes on or with respect to the Gas at the
Delivery Paint(s) and all Taxes after the Deﬁvery Point(s). If a party is required to remit or pay Taxes that are the other party’s responsibility
hereunder the party responsrble for such Taxes shall promptly relmburse the other party for such Taxes Any party entltled to an exemption

Taxes”) on or
’Taxes on or

7.2. Buyer Shai mmﬁ the amount due under Sectlon 7.1 in the manner spwﬁed in the Base: Comwhh fV nediately avaifable funds, on or
before lha later of the Payment Date or 10 Days after receipt of the invoice by Buyer; provided that if the Payment Date s not a Business Day,
paymem s due on the next Business Day following that date. In the event any payments are due Buyet heralmder payment o Buyer shall be
made in ammdanea with this Sectlon 7.2.

: the event payments become due pursuant to Sections 3.2 or 3.3, the performing party may submit an invoice to the
i ing party for an accelerated payment setting forth the basis upon which the invoiced amount was calculated. Payment from
the nonperforming parl;y will be due five Business Days after receipt of invoice.

7.4.  Hthe invoiced parly in good faith, disputes the amount of any such invoice or any part thereof, such hvwed party will pay such amount
as it concedes to be correct; provided, however, it the invoiced party disputes the amount due, it must provide supporting documentation
acceptable in industry practice to support the amount paid or disputed. In the event the parties are unabie to resolve such cﬁspute either party
may pursue any remedy available at law or ih equity to enforce its rights pursuant to this Section.

7.5. Hftheinvoiced party fails to remit the full amount payable when due, interest on the unpaid portion shall accrue from the date due until the
date of payment at a rate equal to the lower of (i) the then-effective prime rate of interest published under Money Rates" by The Wall Street
Joumnal, pius two percent per annum; or (i) the maximum applicable lawful interest rate.

7.6. A party shall have the right, at its own expense, upon reasonable Notice and at reasonable times, to examine and audﬁ and to obtain
copres of the relevant portion of the books, records, and telephone recordings of the other party only to the. extent reasonably necessary to verify
the accuracy of any statement, charge, payment, or comptitation made under the Contract. This right to examine, audit, ard to obtain copies shall
not be available with respect to proprietary information not directly relevant to transactions under this Contract. All invoices and billings shall be
conclusively presumed final and accurate and all associated claims for under- or overpayments shall be deemed waived unless such invoices or
billings are objected to in writing, with adequate explanation and/or documentation, within two years after the Month of Gas delivery. Al retroactive
adjustments under Section 7 shall be paid in full by the party owing payment within 30 Days of Notice and substantiation of such inaccuracy.

7.7. Unless the parties have elected on the Base Contract not to make this Section 7.7 applicable to this Contract, the parties shall net
all undisputed amounts due and owing, and/or past due, arising under the Contract such that the party owing the greater amount shall
make a single payment of the net amount to the other party in accordance with Section 7; provided that no payment required to be
made pursuant to the terms of any Credit Support Obligation or pursuant to Section 7.3 shall be subject to netting under this Section. [f
the parties have executed a separate netting agreement, the terms and conditions therein shall prevail to the extent inconsistent
herewith.
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SECTION 8. TITLE, WARRANTY, AND INDEMNITY

8.1. Unless otherwise specifically agreed, title to the Gas shall pass from Seller to Buyer at the Delivery Point(s). Seller shall have
responsibility for and assume any liability with respect to the Gas prior to its delivery to Buyer at the specified Delivery Point(s). Buyer
shall have responsibility for and any liability with respect to said Gas after its delivery to Buyer at the Delivery Point(s).

8.2. Seller warrants that it will have the right to convey and will transfer good and merchantable title to all Gas sold hereunder and
delivered by it to Buyer, free and clear of all liens, encumbrances, and claims. EXCEPT AS PROVIDED IN THIS SECTION 8.2 AND IN
SECTION 14.8, ALL OTHER WARRANTIES, EXPRESS OR IMPLIED, INCLUDING ANY WARRANTY OF MERCHANTABILITY OR OF
FITNESS FOR ANY PARTICULAR PURPO&E, ARE DISCLAIMED.

8.3. Seller agrees to indemnify Buyer, id save it harmless from all losses, liabilities or claims including reasonable attorneys' fees
and costs of court ("Claims"), from any all persons, arising from or out of claims of title, personal injury or property damage from
said Gas or other charges thereon which attach before title passes to Buyer. Buyer agrees to indemnify Seller and save it harmless from
all Claims, from any and all persons, arising from or out of claims regarding payment, personal injury or property damage from said Gas or other
charges thereon which attach afterhtle passes to Buyer

SECTION 9.

9.1. All Transaction Confirmations, invoices, payments and other communications made pursuant to the Base Contract ("Notices")
de to the addresses specified in writing by the respective parties from time to time.

réd hereunder may be sér hyffacsfmffe or mutually acceptable electranfc»
first class mail or hand delivered.

fven when reﬁe?ved on a Bus Day by the addressee in the absente
s will apply.. Notices sent by fa¢simile shall be deemed to have been
machine's conﬁm\atlon of successful transmlss&on If the day on which- su

éd to, astandby irrevocable
it g the issuet of any such

mmenced against it; (iii) otherwise become bankrupt or insolvent (however evndenced) (lv) be unable to

they faﬂ te; (v) have a receiver, provisional liquidator, conservator, custodian, trustee or other similar official appointe respect to
it or sub&antially al# of fts assets; (V|) fail to perform any obligation to the other party with respect to,any Credlt Su Obligations
at least one

Busmess‘i)ay of a wrltten request by the other party; or (vni) not have patd any amount due the othar party hereunder ¥ or before the
second Business Day following written Natice that such payment is due; then the other party (the "Non-Deéfautting Party") shall have the
right, at its sole election, to xmmed|atety withhold and/or suspend deliveries or payments upon Notice and/or to terminate and liquidate
the transactions under the Contract, in the manner provided in Section 10.3, in addition to any and all other: remedies available
hereunder.

10.3.° ff an Event of Default has occurred and is continuing, the Non-Defaulting Party shall have tharigm by Noﬁaatothe Defaulting
Party, to designate a Day, no earlier than the Day such Notice is given and no later than 20 Days after such Notice is given, as an early
termination date (the “Early Termination Date”) for the liquidation and termination pursuant to Section 10.3.1 of all transactions under
the Contract, each a “Terminated Transaction”. On the Early Termination Date, all transactions will terminate, other than those
transactions, if any, that may not be liquidated and terminated under applicable law or that are, in the reasonable opinion of the Non-
Defaulting Party, commercially impracticable to liquidate and terminate (“Excluded Transactions”), which Excluded Transactions must
be liquidated and terminated as soon thereafter as is reasonably practicable, and upon termination shall be a Terminated Transaction
and be valued consistent with Section 10.3.1 below. With respect to each Excluded Transaction, its actual termination date shall be the
Early Termination Date for purposes of Section 10.3.1.
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The parties have selected either “Early Termination Damages Apply” or “Early Termination Damages Do Not Apply” as
indicated on the Base Contract.

Early Termination Damages Apply:

10.3.1. As of the Early Termination Date, the Non-Defaulting Party shall determine, in good faith and in a commercially
reasonable manner, (i) the amount owed (whether or not then due) by each party with respect to all Gas delivered and received
between the parties under Terminated Transactions and Excluded Transactions on and before the Early Termination Date and ali other
applicable charges relating to such deliveries and receipts (including without limitation any amounts owed under Section 3.2}, for which
payment has not yet been made by the party that owes such payment under this Contract and (i) the Market Value, as defined below,
of each Terminated Transaction. The Mon-Defaulting Party shall (x) liquidate and accelerate each Terminated Transaction at its
Market Value, so that each amount equal o the difference between such Market Value and the Contract Value, as defined below, of
such Terminated Transaction(s) shall be:dug to the Buyer under the Terminated Transaction(s) if such Market Value exceeds the
Contract Value and to the Seller if the oppoé!e s the case; and (y) where appropriate, discount each amount then due under clause
(x) above to present value in a’‘commercially réasonable manner as of the Early Termination Date (to take account of the period
between the date of liquidation’ and the date on which such amount would have otherwise been due pursuant to the relevant
Terminated Transactions). : :

For purposes of this Section
transaction multiplied by the Co
under a transaction multiplied by theﬁmarketpﬁce for a similar transaction at the Delivery Point determined by the Non-Defaulting Party
in a commercially reasonable marrer. T6é ascertain the Market Value, the Non-Defaulting Party may consider, among other
valuations, any or all of the settlement prices of NYMEX Gas futures contracts, quotations from leading dealers in energy swap
hysica’,glvgas*ttading markets, similar'fs'ales‘ or purchases and any other bona fide\third:-party‘dﬁérs;al}» adjusted for the

Mﬂrket Value. - Any extensmn(s) of the term of a transaction to which parties arg not bound
ding but not limited to “evergreen provisions”) shall not be considered in detennimng Cont Values and
voidance of doubt, any option pursuant to which one party has the right to extend the term of a transaction
etermining Contract Values and Market Values. The rate of interest used in catcutahng net present value shall

-Defaulting Party in a commercially reasonable manner.
ges Do Not Apply:

$ Early Termination Date, the Non-DefauItmg Party shall determine, in good faith and in a ‘eommercially
-amount owed (whether or not then due) by each party with respect to all Gas delivered and réceived between
inated Transactions and Excfuded Transactions on and before the Early Terminatlon Date -and all other

n'hdade by the party that owes siich payment under this Contract.

'ed either “Other Agreement Setoffs Apply” or “Other Agreement Setoffs Do Not Appiy” as indicated

3.2; The Non-DefauItlng Party shall net or aggregate, as appropriate, any and all amounts owing between the pames under
Section 10.3.1, so that all such amounts are netted or aggregated to a single liquidated amount payable by one party to the other (the
“Net Settlement Amount”). At its sole option and without prior Notice to the Defaulting Party, the Non-Defaulting Party may setoff any
Net Semement Amourit owed to the Non-Defaulting Party against any margin or other collateral held by it in connection with any Credit
Support Obhgatlon l‘ﬁ}aﬁQLO the Contract.

10.3.3. If any obligation that is to be included in any netting, aggregation or setoff pursuant to Section 10.3.2 is unascertained,
the Non-Defaulting Party may in good faith estimate that obligation and net, aggregate or setoff, as applicable, in respect of the
estimate, subject to the Non-Defaulting Party accounting to the Defaulting Party when the obligation is ascertained. Any amount not
then due which is included in any netting, aggregation or setoff pursuant to Section 10.3.2 shall be discounted to net present value in a
commercially reasonable manner determined by the Non-Defaulting Party.

10.4. As soon as practicable after a liquidation, Notice shall be given by the Non-Defaulting Party to the Defaulting Party of the Net
Settlement Amount, and whether the Net Settlement Amount is due to or due from the Non-Defaulting Party. The Notice shall include a
written statement explaining in reasonable detail the calculation of such amount, provided that failure to give such Notice shall not affect
the validity or enforceability of the liquidation or give rise to any claim by the Defaulting Party against the Non-Defaulting Party. The Net
Settlement Amount shall be paid by the close of business on the second Business Day following such Notice, which date shall not be
earlier than the Early Termination Date. Interest on any unpaid portion of the Net Settiement Amount shall accrue from the date due until the
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date of payment at a rate equal to the lower of (i) the then-effective prime rate of interest published under "Money Rates" by The Wall Street
Joumal, plus two percent per annum; or (ji) the maximum applicable lawful interest rate.

10.5. The parties agree that the transactions hereunder constitute a "forward contract" within the meaning of the United States
Bankruptcy Code and that Buyer and Seller are each "forward contract merchants" within the meaning of the United States Bankruptcy
Code.

10.6. The Non-Defaulting Party's remedies under this Section 10 are the sole and exclusive remedies of the Non-Defaulting Party
with respect to the occurrence of any Early Termination Date. Each party reserves to itself all other rights, setoffs, counterclaims and
other defenses that it is or may be entitied to arising from the Contract.

10.7.  With respect to this Section 10, if ‘the parties have executed a separate netting agreement with close-out netting provisions,
the terms and conditions therein shall prevaii to the extent inconsistent herewith.

SECTION 11. FORCE MAJEUF

11.1.  Except with regard to a artys obhgatlonf&o make payment(s) due under Sectlon 7, Section 10.4, and Imbalance Charges under
Section 4, neither party shall b '
Majeure. The term "Force Majeure* ‘as employed herein means any cause not reasonably within the control of the party claiming
suspension, as further defined i ctio

11.2.  Force Majeure shall inélts . :
earthquakes, fires, storms or storm warmngs ‘such as hurrlcanes whlch result in evacuation of the affected area floods, washouts
explosmns breakage or acmdent or necessity of repalrs to machmery or eqmpment or lines of p|pe (||) weather related events affecting

nce, regulation, or policy havmg the effect of Iaw promulgated by a govemmen a - hav j jurlsdlcuon
"e reasonabie efforts to avoid the adverse impacts of a Forée Majeure and te tesolve the evem or occurrence

"’ft(s) or/Buy@i“s inability to use or resell Gas purchased hereunder except, in either case, as provlded in Sectam 11 2;0r (v) the
2 of Seller's gas supply or depletion of reserves, except, in either case, as provided in Section 11.2." The party claiming Force
all not be excused from its responsibility for Imbatance Charges.

ot g anything to the contrary herein,’ the parties agree that the settiement of strﬁres, Jockouts or other industrial
sha!( be within the sole discretion of the party experiencing such disturbance.

;party whose performance is prevented by Force Majeure must provide Notlce to the other party

Imtlal lece may be

Force Majeure event to make or accept dslivery of Gas, as applicable, to the extent and for the duration of Force Majeure and nelther party
shall be deemed to have faﬂed in such obilgatlons to the olher dunng such occurrence or-event.

This Contr&cf may be terrmnated on 30 Day's written Notice, but shall remain in effect until the expiration of the latest Deﬁvery Penod of any
transaction(s). The rights of either party pursuant to Section 7.6 and Section 10, the obligations to make payment heréunder, and the
obllgatrtm of either party to indemnify the other, pursuant hereto shall survive the termination of the Base Contract or any transactlon

SECTION 13. LIMITATIONS

FOR BREACH OF ANY PROVISION FOR WHICH AN EXPRESS REMEDY OR MEASURE OF DAMAGES IS PROVIDED SUCH EXPRESS
REMEDY OR MEASURE OF DAMAGES SHALL BE THE SOLE AND EXCLUSIVE REMEDY. A PARTY’S LIABILITY HEREUNDER SHALL
BE LIMITED AS SET FORTH IN SUCH PROVISION, AND ALL OTHER REMEDIES OR DAMAGES AT LAW OR IN EQUITY ARE WAIVED. IF
NO REMEDY OR MEASURE OF DAMAGES IS EXPRESSLY PROVIDED HEREIN OR IN A TRANSACTION, A PARTY’S LIABILITY SHALL
BE LIMITED TO DIRECT ACTUAL DAMAGES ONLY. SUCH DIRECT ACTUAL DAMAGES SHALL BE THE SOLE AND EXCLUSIVE
REMEDY, AND ALL OTHER REMEDIES OR DAMAGES AT LAW OR IN EQUITY ARE WAIVED. UNLESS EXPRESSLY HEREIN
PROVIDED, NEITHER PARTY SHALL BE LIABLE FOR CONSEQUENTIAL, INCIDENTAL, PUNITIVE, EXEMPLARY OR INDIRECT
DAMAGES, LOST PROFITS OR OTHER BUSINESS INTERRUPTION DAMAGES, BY STATUTE, IN TORT OR CONTRACT, UNDER ANY
INDEMNITY PROVISION OR OTHERWISE. IT IS THE INTENT OF THE PARTIES THAT THE LIMITATIONS HEREIN IMPOSED ON
REMEDIES AND THE MEASURE OF DAMAGES BE WITHOUT REGARD TO THE CAUSE OR CAUSES RELATED THERETO, INCLUDING
THE NEGLIGENCE OF ANY PARTY, WHETHER SUCH NEGLIGENCE BE SOLE, JOINT OR CONCURRENT, OR ACTIVE OR PASSIVE.

Copyright © 2002 North American Energy Standards Board, Inc. NAESB Standard 6.3.1
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TO THE EXTENT ANY DAMAGES REQUIRED TO BE PAID HEREUNDER ARE LIQUIDATED, THE PARTIES ACKNOWLEDGE THAT THE
DAMAGES ARE DIFFICULT OR IMPOSSIBLE TO DETERMINE, OR OTHERWISE OBTAINING AN ADEQUATE REMEDY IS
INCONVENIENT AND THE DAMAGES CALCULATED HEREUNDER CONSTITUTE A REASONABLE APPROXIMATION OF THE HARM OR
LOSS.

SECTION 14.  MISCELLANEQUS

14.1.  This Contract shall be binding wpon and inure to the benefit of the successors, assigns, personal representatives, and heirs of the
respective parties hereto, and the covenantf}s’,‘ conditions, rights and obligations of this Contract shall run for the full term of this Contract. No
assngnment of this Contract, in whole or in part, will be made without the prior written consent of the non-assigning party (and shall not relieve
the assigning party from liability hereunder), which consent will not be unreasonably withheld or delayed; provided, either party may (i) transfer,
sell, pledge, encumber, or assign this Contract or the accounts, revenues, or proceeds hereof in connection with any financing or other
financial arrangements, or (ii) transfer its mimrest 10 any parent or affiliate by assignment, merger or otherwise without the prior approval of the
other party. Upon any such assignment, transfer and assumption, the transferor shall remain principally liable for and shall not be relieved of
or discharged from any obligations hereunder.

14.2.  If any provision in this Gmkaet is deter ved to be invalid, void or unenforceable by any court having jurisdiction, such determination
shall not invalidate, void, or make uner

14.3.  No waiver of any breach

14.4.  This Contract sets forth alf un
understandings and representations, whether oral or written, relating to such transactions are merged into and superseded by this Contract
and any effective transacuon(s) This Contract may be amended only by a writing executed by both pames

C ot shall be gwemed by the laws of thej PR
any conflict of laws rule Which would apply the faw of ancther jurisdiction. ’

all provisions herein will besub;ect to all applicable and valid statutes,
jurisdictim‘over the panies*, their facilities, or Gas supply, this Contract or

. defs myaity 0wners counsel, accountanits and other agents of the party, or prospy u
s or ot any nghts under this Contract, provided such persons shall have agreed to keap

available ,Iaw orin equity to enforce, or seek relief in connection with thls confidentiality obllgatlon The te:ms of any transaction hereunder
shall be kept confldentlal by the parties hereto for one year from the expiration of the transaction.

In the - that dlsclosure is required by a govemmental body or applicable law, the party subject to. such raquwement yy disclose the
material terms of this Contract to the extent so required, but shall promptly notify the other party, prior to-disclosure, -and- shall cooperate
(conSIstem with the dlsdosmg party’s legal obligations) with the other party’s efforts to obtain protective orders or'similar restrmnts with respect
to such disck)sure atthe expense of the other party.

1411 The partles may agree to dispute resolution procedures in Special Provisions attached to-the Base Corﬁfact orin a
Transaction Confirmation executed in writing by both parties. ;

DISCLAIMER: The purposes of this Contract are to facilitate trade, avoid misunderstandings and make more definite the terms of contracts of purchase and sale of
natural gas. Further, NAESB does not mandate the use of this Contract by any party. NAESB DISCLAIMS AND EXCLUDES, AND ANY USER OF THIS
CONTRACT ACKNOWLEDGES AND AGREES TO NAESB'S DISCLAIMER OF, ANY AND ALL WARRANTIES, CONDITIONS OR REPRESENTATIONS,
EXPRESS OR IMPLIED, ORAL OR WRITTEN, WITH RESPECT TO THIS CONTRACT OR ANY PART THEREOF, INCLUDING ANY AND ALL IMPLIED
WARRANTIES OR CONDITIONS OF TITLE, NONINFRINGEMENT, MERCHANTABILITY, OR FITNESS OR SUITABILITY FOR ANY PARTICULAR
PURPOSE (WHETHER OR NOT NAESB KNOWS, HAS REASON TO KNOW, HAS BEEN ADVISED, OR IS OTHERWISE IN FACT AWARE OF ANY SUCH
PURPOSE), WHETHER ALLEGED TO ARISE BY LAW, BY REASON OF CUSTOM OR USAGE IN THE TRADE, OR BY COURSE OF DEALING. EACH
USER OF THIS CONTRACT ALSO AGREES THAT UNDER NO CIRCUMSTANCES WILL NAESB BE LIABLE FOR ANY DIRECT, SPECIAL, INCIDENTAL,
EXEMPLARY, PUNITIVE OR CONSEQUENTIAL DAMAGES ARISING OUT OF ANY USE OF THIS CONTRACT.
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terms of this Transaction Confirmation &

TRANSACTION CONFIRMATION EXHIBIT A
FOR IMMEDIATE DELIVERY
Letterhead/Logo Date:
Transaction Confirmation #:
This Transaction Confirmation is suﬁject the Base Contract between Seller and Buyer dated . The

nding unless disputed in writing within 2 Business Days of receipt unless otherwise

specified in the Base Contract. -

SELLER: BUYER:

Attn: Attn:

Phone: Phone:

Fax: Fax:

Base Contract No. Base Contract No.

Tran Transporter: N e R
Contr Transporter Contract Number: ____. =

End: 4‘ .-

@nd Cont:‘ﬁﬁ%ﬂuantity: (Seiect One)

mﬁﬁj:‘(variable Quantity):

__ MMBtus/day Minimum ‘ Uﬁm

’ - _ MMBtus/day Maximum
subject to Section 4.2, atelection of
D'Buyeror O Seller

lista speciﬁc:geographicé.ahd;pipeline location):

Seller: _ 1  : 3 Buyer:
By: By:
Title: Title:
Date: Date:

Copyright © 2002 North American Energy Standards Board, Inc.

All Rights Reserved
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SPECIAL PROVISIONS
FOR THE BASE CONTRACT FOR SALE AND PURCHASE OF NATURAL GAS

Special Provisions (“Special Provisions”) attached to and forming a part of the April 19, 2002 version of the NAESB Standard 6.3.1 Base Contract for Sale and Purchase of Natural Gas
dated March 11, 2008 (collectively, the “Base Contract”) (as defined in Section 2.2) by and between: MERRILL LYNCH COMMODIES, INC. (“MLCI”) and Cry OF LonG BEacH

(“Counterparty”).

Capitalized terms used in these Special Provisions shall have the meanings ascribed to them in the Base Contract. Section references in these Special Provisions refer to a Section of

the General Terms and Conditions of the Base Contract, unless stated otherwise.

SECTION 1. PURPOSES AND PROCEDURES
1.2 Section 1.2 is amended as follows:

(a) The second sentence of Section 1.2 of the Oral Transaction Procedure is
deleted in its entirety.

{b) The third sentence of Section 1.2 of the Oral Transaction Procedure is
replaced in its entirety with the following:

“The parties shall be legally bound from the time they agree to the
transaction terms of a gas purchase and sale transaction (whether orally,
electronically or otherwise) and may each rely thereon.”

1.3 The last sentence of Section 1.3 _shall be deleted and the following substituted
therefor:

“The entire agreement between the parties shall be the Contract (as defined
in Section 2.7). In the event of any conflict among the terms of (i) a
Transaction Confirmation which has been executed by both parties or is
deemed accepted; (i) the agreement of the parties that may be evidenced by
a recorded conversation, electronic transmission or otherwise; (i) these
Special Provisions (as amended, if applicable); and (iv) the Base Contract's
General Terms and Conditions (as amended, if applicable), the terms of the
documents shall govem in the priority listed above.”

Delete Section 1.4 in its entirety and replace with the following:

1.4 Each party consents to the recording of conversations by its employees which
occur while discussing or entering into Transactions under this Base Contract. In the
event of a dispute conceming a Transaction, the parties agree, upon request, to share
any and all tape recordings of conversations, emails instant messages and the like
between them related to the Transaction.

The parties may not knowingly destroy or erase tape recordings or conversations, emails,
instant messages and the like if parties become aware of an actual dispute in which the
recording may reasonably be anticipated to be discoverable.

SECTION 2. DEFINITIONS

Delete Section 2.4 in its entirety and replace with the following:

2.4 “Business Day” means any day except a Saturday, Sunday, or a Federal Reserve
Bank holiday. A Business Day shall open at 8:00 a.m. and close at 5:00 p.m. local time
for the relevant party's principal place of business. The relevant party, in each instance
unless otherwise specified, shall be the party from whom the notice, payment or delivery
is being sent and by whom the notice or payment or delivery is to be received.

Replace the definition of “Contract’ in Section 2.7 with the following:

27 “Contract’ shall mean the legally binding relationship established by (i) the Base Contract
(as amended, if applicable), (i} where the parties have selected the Oral Transaction
Procedure in Section 1.2 of the Base Contract, any and all transactions that the parties
have entered into (orally, electronically or otherwise), (iii) these Special Provisions (as
amended, if applicable), and (v) the provisions contained in any effective Transaction
Confimmation.

2.10 Amend the definition of “Cover Standard” in Section 2.10 as follows:
Strike parenthetical expression in clause (j).

2.11 Amend the definition of “Credit Support Obligation(s)” in Section 2.11 by deleting
the phrase "a performance bond" in the last ling.

The following Sections shall be added to Section 2:

2.30 “Adequate Assurance of Performance” herein shall mean sufficient collateral in
the form, amount and for the term reasonably acceptable to the Demanding Parly,
including, but not limited to, cash, Letters of Credit, or other security acceptable to the
Demanding Party.

2.31 “Credit Rating” means, with respect to any entity, the lower of the respective rating
then assigned to: (1) such entity's unsecured, senior long-term debt obligations (not
supported by third party credit enhancements); or (2) such entity as an issuer or corporate
rating, each as assigned by either S&P, Moody’s or any other rating agency agreed by
the parties.

2.32 “Credit Support Provider’ means a parly’s guarantor (who has provided the other
party a guaranty for payment in connection with this Contract); for MLCI, Merrill Lynch &
Co., Inc. and for Counterparty, not applicable.

2.33 “Letter(s) of Credit” means one or more irrevocable, transferable standby letters of
credit issued by a U.S. commercial bank or a foreign bank with a U.S. branch with such
bank having a credit rating of at least A- from S&P or A3 from Moody’s, in a form
acceptable to the party in whose favor the letter of credit is issued. Costs of a Letter of
Credit shall be borne by the applicant for such Letter of Credit.

2.34 “Moody’s” means Moody's Investor Services, Inc. or its successor.

2.35 “S&P" means the Standard & Poor's Rating Group (a division of McGraw-Hil, Inc.)
or its successor.

2.36 “Transaction(s)” means a particular transaction or transactions memorialized
pursuant to Section 1.

SECTION 6. TAXES

For paragraphs “Buyer Pays At and After Delivery Point” and “Selier Pays Before and Af
Delivery Point” the following shall be added to the end of the second sentence:

¢, including, but not limited to Taxes generated as a direct result of the Transaction
or the result of the use of the Gas by the Buyer. Notwithstanding the foregoing,
the parties agree that Taxes payable by the Buyer include, without limitation, sales
taxes, sales taxes drawn as privilege taxes or occupation taxes, gross receipts
taxes, public utility fees and taxes, and other taxes, as may be enacted from time
to time that are connected fo the sale and purchase of Gas between the parties.
Taxes payable under this Base Contract specifically exclude Buyer's and Seller's
federal, state or local income taxes.”

SECTION 7. BILLING, PAYMENT AND AUDIT

Delete Section 7.3 in its entirety and replace with the following:

7.3 If a party is liable for damages under Section 3.2 or 3.3 (the “Non-Performing
Party”), the other party (the “Performing Party”) may accelerate the payment related to
the non-performance by sending to the Non-Performing Party an invoice (an
“Accelerated Payment invoice”) for such amount setting forth the calculation thereof
and a statement that pursuant to this Section 7.3 such amount is due in three (3)
Business Days. If the Performing Party does not deliver an Accelerated Payment Invoice,
amounts payable pursuant to Section 3.2 shall be invoiced and payable in accordance
with Sections 7.1 and 7.2. Netting shall not apply to any accelerated payment obligation;
provided, however, that the party due payment under an Accelerated Payment Invoice
may net all sums due thereunder against any amounts payable by it when making
payments under Section 7. Notwithstanding Section 7.2, the Non-Performing Party shall
pay when invoiced any undisputed amounts regarding any payment required to be made
under this Section 7.3, subject to payment of any amounts underpaid with interest at the
rate provided in Section 7.5 in the event that the dispute is resolved in favor of the
Performing Party.

Add the following to Section 7:

7.8 Automated Clearinghouse (ACH): If elected in Section 7.2, the parties hereby
acknowledge that ACH is an acceptable method of payment between the parties.
However, the party utilizing ACH for payment shall make full amount payments
immediately available to the receiving party, as stipulated in Section 7.2, by the Payment
Date under this Base Contract. The parties also acknowledge that all undisputed unpaid
full or portion payment amounts not immediately available to the receiving party on the
Payment Date will be considered past due and are subject to interest as stipulated under
Section 7.5 under this Base Contract.

SECTION 8. TITLE, WARRANTY, AND INDEMNITY
8.1 Section 8.1 shall be amended as follows:
(a) on the third line, add the word “assume” after the word “and”; and
(b) inthe last sentence, insert the words “at and” between “Gas” and “after”.
SECTION 9. NOTICES
The fifth sentence of Section 9.3 shall be deleted and the following substituted thereof:
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Notice by overnight mail or courier shall be deemed to have been received on the
next Business Day after it was sent or such earlier time as is confirmed by the
receiving party, unless the noticing party has used a 2-day or 3-day courier
service, in which case the notice shall be deemed received on the second
Business Day or third Business Day respectively.

Add the following as Section 9.4:

9.4 The parties agree and acknowledge that attached hereto as Schedule A and
incorporated herein by reference, is a company information sheet to provide contact
information for any requisite notice requirement.

SECTION 10. FINANCIAL RESPONSIBILITY

Section 10.1 of the NAESB is deleted in its entirety and replaced with the following:
10.1 CREDIT PROTECTION.

(@) Financial Information. To the extent not available freely over the internet
from sources such as EDGAR, or in the case of Merrill Lynch & Co., Inc., www.ml.com,
either party may reasonably request from the other parly annual reports containing
audited consolidated financial statements for a particular fiscal year. In all cases the
statements shall be for the most recent accounting period and prepared in accordance
with generally accepted accounting principles; provided, however, that should any such
statements not be available on a timely basis due to a delay in preparation or certification,
such delay shall not be an Event of Default so long as the party providing the information
diligently pursues the preparation, certification and delivery of the statements.

(b) Adequate Assurance of Performance. If either party has reasonable
grounds to believe that the creditworthiness or performance of the other party under this
Contract has become unsatisfactory, then such party (the “Demanding Parly”) shall
provide to the other party (the “Non-Demanding Party”), with written notice requesting for
Adequate Assurance of Performance in an amount determined by the Demanding Party
in a commercially reasonable manner, provided such notice is received on a Business
Day by 1:00 p.m. Eastem Prevailing Time (“EPT"). Upon receipt of such nofice, the Non-
Demanding Party shall have one (1) Business Day to provide such Adequate Assurance
of Performance to the Demanding Party. If notice is received on a Business Day after
1:00 p.m. EPT, the Non-Demanding Party shall have two (2) Business Days to provide
Adequate Assurance of Performance. For the purpose of this section, a Business Day
shall be from 8:00 a.m. to 5:00 p.m. EPT on any day which the Non-Demanding Parly is
ordinarily open for business.

{c) Adequate Assurance of Performance. All Adequate Assurance of
Performance in the form of cash that is held by a party pursuant to this Section 10 shall
bear interest at the Adequate Assurance of Performance Interest Rate.

(i) Distribution of Interest on Adequate Assurance of Performance.
The “Adequate Assurance of Performance Interest Rate” will be the lesser of (i) the
maximum amount allowed by applicable law; or (ii) for any day, the “Federal Funds
Effective” rate in effect for such day, as published in the most recent weekly
statistical released designed as H.15(519), or any successor publication, published
by the Board of Governors of the Federal Reserve System.

(i) Payment of Adequate Assurance of Performance Interest. The
demanding party will pay the Adequate Assurance of Performance interest amount
(“Adequate Assurance of Performance Interest Amount’) on (i) the first Business
Day of each calendar month or (i) the same Business Day or the next Business
Day that Adequate Assurance of Performance in the form of cash is returned to the
posting party.

(d) Downgrade Event. If at any time there shall occur a Downgrade Event in
respect of a party then the demanding party may require the party subject to the
Downgrade Event to provide Performance Assurance in an amount determined by the
demanding party in a commercially reasonable manner. “Downgrade Event” means the
Credit Rating for any parly under this contract or such party’s Credit Support Provider,
whichever is applicable, falls below BBB- from S&P or Baa3 from Moody’s or is not rated
by both S&P and Moody’s.

(i) In the event the parly subject to the Downgrade Event shall fail to
provide such Performance Assurance or a guaranty or other credit assurance
acceptable to the demanding party within three (3) Business Days of receipt of
notice, then an Event of Default shall be deemed to have occurred and the
demanding party will be entitied to the remedies set forth in Section 10.

(e) Collateral Threshold. In addition to the rights in 5.1 above, if at any time
and from time to time during the term of a Confirmation (and notwithstanding whether an
Event of Default has occurred), the payment owed to a party at the time of termination
(“Termination Payment’), as calculated in Section 10.3.1 of the NAESB, if any, exceeds
the Collateral Threshold of the other party, then the Demanding Party, on any Business
Day, may, at its sole discretion, require that the other party provide Adequate Assurance
of Performance in an amount equal to the amount by which the Termination Payment, if

any, exceeds the Colfateral Threshold of the other party (rounded up to the next integral
multiple of $250,000), less any Adequate Assurance of Performance already posted with
the Demanding Party.

Collateral Threshold Requirements.
(i}  Counterparty:
1. zero if an Event of Default or Potential Event of Default with respect to
a party has occurred and is continuing; or

2. he amount specified below opposite the lowest Credit Rating as
between S&P and Moody's held by MLCI's Credit Support Provider:]

< Amount -~ | S&p MoooY's
$30,000,000 AAA Aaa
$25,000,000 AA+, AA AA- Aat, Aa2, Aa3
$20,000,000 A+ A A- At, A2, A3
$10,000,000 BBB+ Baat
$ 5,000,000 BBB Baa2

$0 BBB-, lower or unrated Baa3, lower or unrated
{iy MLCL

1. zero if an Event of Default or Potential Event of Default with respect to
a party has occurred and is continuing; or

2. The lower of the:
(i  Guaranty amount; or

(i)  the amount specified below opposite the lowest Credit Rating as
between S&P and Moody's held by MLCI's Credit Support

Provider:

1
mount Sap MooDY'S ]
$50,000,000 AAA Aaa
$40,000,000 AA+, AA, AA- Aal, Aa2, Aa3
$30,000,000 A+ A A- A1, A2, A3
$20,000,000 BBB+ Baat
$10,000,000 BBB Baa2
$ 5,000,000 BBB- Baa3

$0 BB+, lower or unrated Baa1, lower or unrated

() Guaranty. Upon Counterparty’s request, MLCI's Credit Support Provider
shall deliver a guaranty for this Contract in an amount acceptable to and in a form
reasonably acceptable to Counterparty.

Delete Section 10.2 in its entirety and replace with the following:

10.2 Event of Default. If an Event of Default (as defined in this section below) has
occurred or is continuing with respect to a party (the “Defaulting Party”, then the party
other than the Defaulting Party being the “Non-Defaulting Party”), shall have the right, at
its sole election, to immediately withhold and/or suspend deliveries or payments upon
Notice and/or to terminate and liquidate the Transactions under the Confract, in the
manner provided in Section 10.3, in addition to any and all other remedies available
hereunder. “Event of Default” shall mean:

(@) the occurrence of a Bankruptcy Event (as defined in this Section) with
respect fo such party. “Bankruptey Event” with respect to a party means the occurrence
of any of the following events with respect to such party or any Credit Support Provider for
such party:

(i) makes an assignment or any general arrangement for the benefit of
creditors;

(i) files a petition or otherwise commences, authorizes or acquiesces in
the commencement of a proceeding or case under any bankruptcy, insolvency,
reorganization or similar law for the protection of creditors, or has any such petition
filed or proceeding commenced against it;

(i)  otherwise becomes bankrupt or insolvent (however evidenced);
(iv) be unable to pay its debts as they fall due;
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(v) has a receiver, provisional liquidator, conservator, custodian, trustee,
administrator or other similar official appointed with respect to it or any substantial
portion of its assets;

(b) any representation or warranty given by such party or any Credit Support
Provider for such pary shall prove to have been false or misleading in any material
respect when made;

(c) the failure by such party to perform any obligation to the other party with
respect to any Credit Support Obligations relating to the Contract;

(d) the failure by such party to give Adequate Assurance of Performance under
Section 10.1;

(e) the failure by such party to make when due any payment required under
Section 7.3 in respect of an accelerated payment invoice;

(f) the failure to pay any undisputed amounts under Section 7.1 and Section 7.2
and such failure is not cured within two (2) Business Days after notice;

(g) the failure to perform any other obligation in this Base Contract and such
failure is not excused or cured within five (5) Business Days after written Notice thereof;

(h) Cross Default. The occurrence or existence of (1) a default, Event of
Default or other similar condition or event (however described) in respect of such party or
any Credit Support Provider of such party under one or more agreements or instruments
relating to an obligation(s) in an aggregate amount of not less than the applicable Cross
Default Threshold Amount (as specified below) which has resulted in such obligation(s)
becoming due and payable under such agreements or instruments before it would
otherwise have been due and payable or (2) a default by such party or such Credit
Support Provider (individually or collectively) in making one or more payments on the due
date thereof in an aggregate amount of not less than the applicable Threshold Amount
under such agreements or instruments (after giving effect to any applicable notice
requirement or grace period).

Cross Default Threshold Amount

$50,000,000
$50,000,000

Merrill Lynch & Co., In¢c.
Counterparty

10.3 Add the following to the end of the second sentence in Section 10.3:

“provided, however, upon the occurrence of any Event of Default consisting
of a Bankruptcy Event, all Transactions pursuant to this Contract shall
automatically terminate, without notice, and without any other action by either
party as if a payment due date had been declared immediately prior to such
event; however, the Non-Defaulting Party may determine that automatic
termination shall not apply.”

104 Add the following to Section 10.4 as subsection 10.4.1:

104.1  Net Settlement Amount Disputes. The Defaulting Party must provide
written notice of any objection to the Net Settlement Amount calculation within two
(2) Business Days after receipt of Notice from the Non-Defaulting Party. If written
objections are provided, the parties will negotiate in good faith to agree on the Net
Settlement Amount prior to the payment due date; provided, however, that if the
Net Settlement Amount is due from the Defaulting Party, the Defaulting Party shall
first transfer collateral (of a type and in a form acceptable to the Non-Defaulting
Party) to the Non-Defaulting Party in an amount equal to the Net Settlement
Amount calculated by the Non-Defaulting Party. The calculation of the Net
Settlement Amount describes a reasonable pre-estimate of the loss suffered by the
Non-Defaulting Party and is not intended as a penalty.

10.5 Delete Section 10.5 in its entirety and replace with the following:

“10.5 The Base Contract and Transaction(s) hereunder constitute a “qualified
financial contract” as that term is defined in N.Y.G.O.L. §5-701(b)(2) and a “forward
contract” as defined in §101(25) of the United States Bankruptcy Code. The parties
hereto agree that Buyer and Seller are each “forward contract merchants” as
defined within the United States Bankruptcy Code.”

SECTION 11. FORCE MAJEURE:

11.2(iv)  The subsection (iv) of Section 11.2 shall be deleted and replaced with the
following:

“(iv) acts of others such as terrorist attacks, strikes, lockouts or other industrial
disturbances, riots, sabotage, insurrections or wars; and”

Add the foliowing sentence to the end of Section 11.2:

“However, if an event or occurrence of Force Majeure is expected and or
anticipated to last for at least fifty percent (50%) of the term of the Transaction,
then both parties agree that the non-affected party shall have the right to terminate
the Transaction and such termination will not constitute a failure to perform under
Section 3 or an Event of Default under Section 10. To the extent parties
performed their obligations prior to the termination of the Transaction by the non-
affected party, the parties’ payment obligations for the terminated Transaction
under Section 7 shall apply.”

Section 11.3 is amended as follows:
{a) delete Section 11.3(i) in its entirety and replace it with the following:

(i) the loss, interruption or curtailment of interruptible or secondary Firm
transportation, on any transporter necessary to effect receipt or delivery of
Gas hereunder unless primary, inpath, Firm transportation is also lost,
interrupted or curtailed, and then only to the extent of such loss, inferruption
or curtailment on the affected pipeline segment;”

(b) replace *; or (iii)” with “; (iii)";
(c) replace “; or (v)" with *; (v)";
(d) atthe end of Section 11.3(v), replace the “." with “," and

(e) add the following sections at the end of the second to last sentence of
Section 11.3:

“(vi) increases or decreases in natural gas supply due fo allocation or
reallocation of production by producers, well operators, or other parties
controlling production or well operation (except for an allocation or
reallocation of production pursuant to a governmental order); or (vii) failure of
specific, individual wells or appurtenant facilities in the absence of a Force
Majeure event broadly affecting other wells in the same geographic area.”

Add the following to Section 11:

11.7 The party claiming Force Majeure as an excuse for performance shall provide the
other party a good faith estimate of the duration of the Force Majeure so that the other
party may make alternative arrangements and shall provide the other party
documentation of proof of the cause for Force Majeure (if such proof is reasonably
available).

SECTION 14. MISCELLANEOUS:

Section 14.1 shall be amended by adding the following after the word “party” in Section
14.1(ii):
“provided, however, that such transfer or assignment is to an entity whose
creditworthiness is equal to or better than that of the transferor.”

Add the following to the end of Section 14.5:

“EACH PARTY WAIVES, TO THE FULLEST EXTENT PERMITTED BY
APPLICABLE LAW, ANY RIGHT IT MAY HAVE TO A TRIAL BY JURY IN
RESPECT OF ANY SUIT, ACTION, CLAIM OR PROCEEDING RELATING TO THIS
BASE CONTRACT.”

Delete Section 14.8 in its entirety and replace with the following:

14.8 On the date of this Base Contract and the date of entering into each Transaction,
each party represents and warrants to the other party that: (i) it is duly organized, validly
existing and in good standing under the laws of the jurisdiction of its formation and is
qualified to conduct its business in each jurisdiction in which a Transaction will be
performed by it; (i) it has all regulatory authorizations necessary for it to legally enter into
and perform its obligations under this Base Contract; (jii) the execution, delivery and
performance of this Base Contract are within its powers, have been duly authorized by all
necessary action and do not violate any terms and conditions in its goveming documents,
any contracts to which it is a party or any law applicable to it; (iv) each Transaction when
entered into in accordance with this Base Contract constitutes its legally valid and binding
obligation enforceable against it in accordance with its terms, subject to any equitable
defenses; (v) there are no bankruptcy proceedings pending or being contemplated by it
or, to its knowledge, threatened against it; (vi) there are no legal proceedings that
materially adversely affect its ability to perform its obligations under this Base Contract;
(vil) it has knowledge and experience in financial matters and the gas industry that enable
it to evaluate the merits and risks of entering into this Base Contract; and {(vii) it is
entering into this Base Contract as a prif‘pipal and not as an agent for any party.

The following Sections shall be added:

1412 Index Transactions: !f the parties enter into a Gas Transaction in which any or all
of the pricing component is based on a pricing index, the following shall apply:
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(a) Market Disruption. If a Market Disruption Event has occurred and is
continuing during the Determination Period, the parties shall negotiate in good faith to
agree on a Floating Price (or a method for determining a Floating Price), and if the parties
have not so agreed on or before the fifth Business Day following the first Trading Day on
which the Market Disruption Event occurred or existed, then the Floating Price shall be
determined with each party obtaining in good faith a quote from a leading dealer in the
relevant market and averaging the two quotes.

()  “Determination Period” means each calendar month during the
term of the relevant Transaction; provided that if the term of the Transaction
is less than one calendar month the Determination Period shall be the term of
the Transaction.

(i)  “Floating Price” means the price specified in the Transaction as
being based upon a specified index.

(i “Market Disruption Event” means, with respect to an index, any
of the following events: (a) the failure of the index to announce or publish
information necessary for determining the Floating Price; (b) the failure of
trading to commence or the permanent discontinuation or material
suspension of trading in the relevant options contract or commodity on the
exchange or market acting as the index; (c) the temporary or permanent
discontinuance or unavailability of the index; (d) the temporary or permanent
closing of any exchange acting as the index; or {e) a material change in the
formula for or the method of determining the Floating Price.

(iv) “Trading Day” means a day in respect of which the relevant price
source published the relevant price.

(b) Corrections to Published Prices. For purposes of determining the relevant prices
for any day, if the price published or announced on a given day and used or to be used to
determine a relevant price is corrected no later than 30 days of the original publication
and the comection is published or announced by the person responsible for that
publication or announcement, either party may notify the other parly of (i) that correction
and (ii) the amount {if any) that is payable as a result of that correction. If a party gives
notice that an amount is so payable, the party that originally either received or retained
such amount will, not later than three (3) Business Days after the effectiveness of that
notice, pay, subject to any applicable conditions precedent, to the other parly that
amount, together with interest at the Interest Rate for the period from and including the
day on which payment originally was (or was not) made to but excluding the day of
payment of the refund or payment resulting from that correction.

(c) Calculation of Floating Price. For the purposes of the calculation of a Floating
Price, all numbers shall be rounded to three (3) decimal places. If the fourth (4*) decimal
number is five (5) or greater, then the third (3%) decimal number shall be increased by
one (1), and if the fourth (4™) decimal number is less than five (5), then the third (34)
decimal number shall remain unchanged.

[END OF THE SPECIAL PROVISIONS TO THE BASE CONTRACT FOR SALE AND
PURCHASE OF NATURAL GAS)

IN WITNESS WHEREOF, the parties have executed these Special Provisions to supplement and, where appllcable to modify and supersede the Base Contract

between the parties,

By:

Name:

Title: Managing Director

Date: March 11, 2008

kontracl Admin ™S Dabl -4y -0%
lattorney K Date] ™ -] .

fcredit Y Date] 2,/ 2 ﬂ{

L=

City oF LON ACH

By: T k\
Name: PATRICK/H\ WEST
Title:  CITY MANAGER v .,LC
Date: Y[ [JcR

Assnsfap_t ley Mcnoqer |

RISV

IS8 CiTy cjﬂgm.__

CVED AS TO FORM AND RETURNED

/) "/ fo 2008

KCBERTE. NN f C' orney
By /’__\
RICHARD ANTH
D ORNEY
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SCHEDULE A

TO THE SPECIAL PROVISIONS
FOR THE BASE CONTRACT FOR SALE AND PURCHASE OF NATURAL GAS

MERRILL LYNCH COMMODITIES, INC. Ciry oF LONG BEACH

Federal ID Number: 32-0122099 Federal ID Number: 95-6000733

Duns #: 16-035-2865 Duns #: 15-685-6254

Category: Marketer Category: Utility

State of Incorporation: Delaware State of incorporation:  California

Notices: Notices:
Address: 20 E. Greenway Plaza Address: 2400 East Spring Street

Houston, Texas 77046-2002 Long Beach, CA 90806
Attn: Legal Depariment — Gas Contract Administration Atin: Director, Gas & Qil Department

Phone: 713-544-5102 Facsimile: 713-544-1411 or 5551

Physical Gas Inquiries:
Aftn: Scheduling Desk

Phone: 713-544-6013 Facsimile: 713-544-5959

Confirmations:
Attn: Confirmations

Phone: 713-544-5563 Facsimile: 713-544-1467

Invoices:
Aftn: Gas Accounting

Phone: 713-544-6818 or 713-544-6043

Facsimile:  713-544-1525 713-544-1524 or 713-544-5299
Address: 20 E. Greenway Plaza
Houston, Texas 77046-2002
Payments:
Aftn: Gas Accounting
Phone: 713-544-5818 or  713-544-6043
Facsimile:  713-544-1525 713-544-1524 or 713-544-5299
Address: 20 E. Greenway Plaza
Houston, Texas 77046-2002
Wire Transfer:
Bank: JPMorgan Chase Bank, New York, NY
ABA: 021-000-021
Account: 323-009-980
Credit and Collections:
Attn: Credit Department
Phone: 713-544-4394 713-544-5691
Facsimile:  713-544-1443

With additional Notices of an Event of Default or Potential Event of Default to:

Phone: 562-570-2001 Facsimile: 562-570-2008

Physical Gas Inquiries:
Attn: Director, Gas & Oil Department

Phone: 562-570-2001 Facsimile: 562-570-2008

Confirmations:

Attn: Director, Gas & Oil Department

Phone: 562-570-2001 Facsimile: 562-570-2008
Invoices:

Attn: Director, Gas & Oil Department

Phone: 562-570-2001

Facsimile:  562-570-2008

Address: 2400 East Spring Street
Long Beach, CA 90806

Payments:
Attn: Director, Gas & Qil Department

Phone: 562-570-2001

Facsimile:  562-570-2008

Address: 2400 East Spring Street
Long Beach, CA 90806
Wire Transfer:
Bank: Union Bank of California
ABA: 122-000-496
Account: 2740016582
Credit and Collections:
Attn: Director, Gas & Oil Depariment

Phone: 562-570-2001

Facsimile:  562-570-2008

With additional Notices of an Event of Default or Potential Event of Default to:

Attn: Legal Department Aftn: Director, Gas & Oil Department
Phone: 713-544-5462 Facsimile: 713-544-5551 Phone: 562-570-2001 Facsimile: 562-570-2008
Tax: Tax:
Attn: Sandra Tapia Teresita Gaona Atin: Director, Gas & Qil Department
Phone: 713-544-5916 713-544-5664 Phone: 562-570-2001
Facsimile: ~ 713-544-7435 Facsimile:  562-570-2008
Address: 20 E. Greenway Plaza Address: 2400 East Spring Street

Houston, Texas 77046-2002 Long Beach, CA 90806
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GUARANTEE OF MERRILL LYNCH & CO,, INC.

FOR VALUE RECEIVED, receipt of which is hereby acknowledged, MERRILL LYNCH & CO,, INC, a
corporation duly organized and existing under the laws of the State of Delaware (“ML & CO.”), hereby unconditionalty
guarantees to City of Long Beach (the “Company”™), the due and punctual payment of any and all amounts payable by
Merrill Lynch Commedities, Inc., acorporahonorgamzedunderﬂxelawsoftheStaﬁeofDelaware(“MLCF’),:ts
successors and permitted assigns, to the extent such successors or permitted assigns are direct or indirect subsidiaries of
ML & Co., under the terms of the Base Contract for Sale and Purchase of Natural (NAESB) between the Company and
MLCLdatedasofMarch11,2008(ﬂ1c“Agreement”),inchding,incaseofdefault,interwtonanyamountdne,whenand
as the same shall become due and payable, whether on the scheduled payment dates, at maturity, upon declaration of
termination or otherwise, according to the terms thereof. In casc of the failure of MLCI punctually to make any such
payment, ML & Co. hereby agrees to make such payment, or cause such payment to be made, promptly upon demand
made by the Company to ML & Co.; provided, however that delay by the Company in giving such demand shall in no
event affect ML & Co.’s obligations under this Guarantee. This Guarantee shall remain in full force and effect or shall be
reinstated (as the case may be) if at any time any payment guaranteed hereunder, in whole or in part, is rescinded or must
otherwise be returned by the Company upon the insolvency, bankruptcy or reorganization of MLCI or otherwise, alf as
though such payment had not been made.

ML & Co. hereby agrees that its obligations hereunder shall be unconditional, irrespective of the validity, regularity or
enforceability of the Agreement; the absence of any action to enforce the same; any waiver or consent by the Company
concerning any provisions thereof, the rendering of any judgment against MLCI or any action to enforce the same; or any
other circumstances that might otherwise conmstitute a legal or equitable discharge of a guarantor or a defense of a
guarantor. ML & Co. covenants that this guarantee will not be discharged except by complete payment of the amounts
payable under the Agreement. This Guarantee shall continue to be effective if MLICI merges or consolidates with or into
another entity, loses its separate legal identity or ceases to exist.

ML & Co. hereby waives diligence; presentment; protest; notice of protest, acceleration, and dishonor; filing of claims
with a court in the event of insolvency or bankruptcy of MLCI; all demands whatsoever, except as noted in the first
paragraph hereof; and any right to require a proceeding first against MLCIL

ML & Co. hereby certifies and warrants that this Guarantee constitutes the valid obligation of ML & Co. and complies
with all applicable laws. This Guarantee guarantees only payment obligations of MLCI and does not guarantee the
performance of any other obligations of, including, but not limited to, physical delivery or, to the extent applicable,
reporting obligations of MLCL. This Guarantee constitutes a guarantee of payment and not of collection.

This Guarantee shall be governed by, and construed in accordance with, the laws of the State of New York.

This Guarantee may be terminated at any time by notice by ML&Co. to the Company given in accordance with the
notice provisions of the Agreement, effective upon receipt of such notice by the Company or such later date as may be
specified in such notice; provided, however, that this Guarantee shall continue in full force and effect, and shall be
irrevocable, with respect to any payment obligation of MLCI under the Agreement entered into prior to the effectiveness of
such notice of termination.

This Guarantee becomes effective concurrent with the effectiveness of the Agreement, according to its terms.

IN WITNESS WHEREOF, ML & Co. has caused this Guarantee to be executed in its corporate name by its duly
authorized representative.

Title:




